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THE LIQUIDATION OF THE 
WAR ON THE PACIFIC. 



There has recently been extensively circulated in 
Europe and America a pamphlet published in Lima, 
signed by Seiior Alejandro Garland, a Peruvian writer, 
in which the financial liquidation of the War on the 
Pacific coast, in the years 1879-83, is discussed, and also 
the diplomatic negotiations now pending between Chili 
and Peru with respect to the definite possession of the 
Departments of Tacna and Arica. The circumstance 
that this pamphlet has appeared abroad, evidently under 
the patronage of Peruvian officials, since it has been 

•V issued in many cases with the stamp of a Peruvian 

Consul-General impressed upon it, places us under the 
necessity of having recourse to the press, in order to 

\o rectify the errors and unfounded statements which the 

;^ author has made with respect to the foreign policy of 

\] Chili. 
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Seiior Garland has endeavoured to represent Peru as 
a victim of the animosity of ChiH, which, according to 
him, provoked an iniquitous war of conquest, and with the 
object of despoiling Peru of its riches, placed upon that 
country a war indemnity greater than has ever been paid 
by any vanquished nation, and is now actually proposing 
to retain by main force the permanent possession of 
Arica and Tacna, whose nationahty has not yet been 
decided. 

If any belief could be attached to the apprehensive 
views of this writer, it would appear that Chili is 
at this moment getting ready *^ to make a fresh appeal 
to the sword, and indemnify herself for the new war 
in prospect by the conquest of Moquegua, the richest 
wine-growing province of Peru/' Senor Garland incites 
his fellow-citizens to solicit without delay the aid of the 
United States, in order to influence in favour of Peru 
the solution of the problem of Arica and Tacna, since, 
according to him, in Washington alone may the hand 
be raised which shall put a stop ** to Chilian voracity." 

There are throughout this publication numerous 
other historical errors and charges, which cannot be 
allowed to pass without a rectification, in order to 
maintain the good name of Chili. We shall also 
take advantage of this opportunity to say something 
with regard to the real state of the relations between 
Chili and Bolivia, the former ally of Peru, so as to refute 
the absurd apreciations with regard to them which have 
been circulated. 

After having re-established the historical truth as to 
the origin and immediate consequences of the war on 
the Pacific, we shall deal with the negotiations which 
were left open after the said war, and which are still 
pending with both countries. 
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NITRATE AND THE WAR. 

If it were not so manifest that the object of this writer 
is to excite artificially the sympathies of foreign nations 
in favour of Peru, it would be difficult to explain 
how his national susceptibilities had so confused 
his judgment when narrating events which took 
place about twenty-two years ago, as such a lapse of 
time should have been sufficient to allow the most 
ardent passions to cool down. But he goes so far as to 
declare that Chili had been preparing for a long time 
prior to 1879 with the deliberate purpose of declaring 
war against Peru in order to seize its rich deposits 
of nitrate of soda. It is necessary, therefore, to set 
forth the actual historical facts in a few words. As 
the conflict actually began by a dispute relating to 
the nitrate trade, some points relating to that industry 
will be quite in place here, as its development and the 
events of the war were closely connected. 

With the hope of finding means to meet the 
enormous obligations which had been incurred by 
the State, the Government of Peru had obliged the 
nitrate makers of Tarapaca, whose capital and labourers 
were to a great extent Chilian,^ to sell to it all their 
produce at a fixed price. By arbitrarily restricting the 
production, and by reselling the nitrate at a much 
higher price, the Government expected to effect the 
double object of obtaining a large and immediate 
revenue, and also of preventing nitrate from becoming 
a competitor of guano.^ 

With a similar purpose the Peruvian Government 
soon afterwards decided to forcibly expropriate all the 
nitrate deposits in Tarapaca, and it acquired some 

^ Vide Billinghurst, Los Capitales Salitreros de Tarapac^, p. 37. 

' Statement made in the Memoria d Hacienda, ptesented to the Peruvian 
Congress in 1876. 
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deposits outside its dominions. It also invited the 
Government of Bolivia to co-operate with it for its ends, 
because in the territory of Antofagasta, the ownership 
of which was then in dispute between Bolivia and Chili, 
and which by a compromise was exploited for their 
joint benefit, there existed important nitrate establish- 
ments, the property of Chilians. The absence of the 
consent of Chili, which desired the freedom of the nitrate 
industry there incipient, prevented Bolivia from acceding 
to such proposals. 

It was then that the Government of Lima dis- 
covered that reasons ** of policy and of expedience " 
obliged it to support Bolivia in its quarrels, and they 
entered upon a secret Treaty of Alliance with that 
Republic, with the object of ** repulsing the exigencies 
of Chili " with respect to that territory.* Having done 
this, the Government of Bolivia, in spite of the pre- 
existing treaties she had made with Chili, 
whereby in that zone Chilian industries, capitals, 
and persons were exempted from any new 
burden, imposed various taxes upon them, and decreed 
an export duty, without specified maximum, upon 
nitrate of soda.* 

To the destruction of all Peru's plans for a monopoly, 
discoveries were made of nitrate deposits in the purely 
Chilian Department of Taltal, to the South of Anto- 
fagasta, which were at once exploited. Everything 
seemed to incite Peru and Bolivia to take some action if 
they wished to see their intentions carried out. En- 
couraged by the secret support they had secured, and 

* Secret Act passed by the Council of Ministers in the presence of the 
President of Peru in Lima, 19th November, 1872. 

* Clause 4 of the Treaty of 1874, between Chili and Bolivia, says as 
follows, with regard to the zone situated between the parallels of Latitude 2h and 
24 S. : — " The export duties imposed upon minerals worked in the zone mentioned 
in the preceding clauses, shall not exceed those which are at present collected, 
and the persons, industries, and capital of Chilians shall not be subjected to any 
more contributions, of any class whatever, than those which at present exist. ' 
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refusing all appeal to arbitration, the Bolivian authorities 
brought matters to a crisis in 1879 by placing an 
embargo upon the property of the Antofagasta Nitrate 
Company, one of the largest Chilian enterprises, upon 
the pretext that it was in arrears of payment of the 
unlawful taxes. 

A small armed force was immediately dispatched by 
the Chilian Government to Antofagasta, with the object 
of protecting the lives and property of its citizens. As 
soon as the state of war with Bolivia became an ac- 
complished fact, Peru ordered the immediate concen- 
tration of her army upon the frontier of Chili and 
Bolivia, to the great amazement of Chili, which was still 
ignorant of the key to the mystery. 

In view of a peremptory request from the Chilian 
diplomats to explain the meaning of this act the Peru- 
vian Government replied by acknowledging the 
existence of the Treaty of Alliance, which prevented 
Peru from remaining neutral in the contest, although 
she had strongly denied the existence of any such 
treaty during the time she was making her bellicose 
preparations to help Bolivia. If this were really not 
provoking a war, if such an attitude were not equivalent 
to a declaration by act and deed, we do not know with 
what other definition to characterise it. 

Chili, which had managed her finances with a 
regularity that had won for her for long years 
the high credit which she then enjoyed in the 
European Money Markets, had just reduced the 
strength of her permanent army in order to meet 
a serious commercial crisis which had temporarily 
diminished her fiscal revenues. But when the hour 
arrived when she had to defend her interests, 
she, nevertheless, accepted without vacillation the 
unexpected sacrifice of her repose, and faced the 
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struggle with the two allied Republics, confident that 
the bravery of her sons, and the good organisation 
of her Government, would give her the victory. 

To assert that that war surprised Peru in conditions 
of absolute unpreparedness would be a bold misrepre- 
sentation of the facts. Peru and Bolivia spent in the 
maintenance of their forces previous to the w^ar about 
three-fourths of their revenue, and their united armies 
were at that time immensely more numerous than 
that of Chili.^ The internal revolutions, unfortunately 
so frequent in Peru and Bolivia, had given to those 
nations a certain amount of practice in military matters, 
which was quite unknown in Chili. Although it is true 
that the attitude of those countries may have been 
influenced by the belief that they could count with 
another ally in view of the rather strained relations then 
existing between Chili and Argentina, it is, notwith- 
standing, quite certain that Peru initiated the campaign 
full of arrogant confidence in its own army, and its 
powerful navy, which, in its official documents, was 
described as ** the best organised and disciplined of the 
whole of the states on the Pacific."® 



» According to Barros Arana (Historia de la Guerm del Pacifico) the Peruvian 
army, on the eve of the war, was composed of 4,200 soldiers and 8,870 officers, 
and that of Bolivia of 2,282 soldiers, commanded by 1,000 officers, giving a total 
for both Republics of 10,302 men. The army of Chili at that epoch was com- 
posed of only 2,440 men. The folbwing shows what each of those three 
Republics expended upon their naval and military forces, compared with their 
respective revenues before the war : — 

Military Ratio 

Revenue. Expenditure, per Cent. 

Chili 16,668,000 pesos 1,980,000 12 

Peru 12,fi00,000 soles 9.000.000 72 

Bolivia 1,870,000 bolivanos 1.470.000 80 

* Le Perou en 1878 ; An official pamphlet published for the Paris Exhibition 
in that year. 
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A FANTASTIC INDEMNITY. 

This long war cost the country and the Government 
of Chili grevious sacrifices and heavy expenses. A con- 
scientious historian has said that the principal cause of 
the severe commercial crisis which took place in Chili 
in the years preceding the war was the enormous losses 
suffered by Chilian capitalists in Tarapaca arising from 
the actions of Peru. It was but just that the conqueror 
should place an indemnity upon the vanquished amply 
sufficient to compensate, both for the national damages 
suffered, many of them incalculable, and for the immense 
expenses to the Treasury and the obligations incurred 
in consequence of the war."^ 

But both Peru and Bolivia found themselves quite 
unable to undertake any effective obligation to pay 
anything in cash ; Chili therefore demanded from 
them, as compensation, the cession of the dominion 
of the nitrate zone adjacent to its territory. Thus 
the danger of future discords was removed to a 
distance, and only thus was it possible to assure 
the tranquil existence of the Chilian capital and 
labourers established in the territory, since their constant 
spoiliation by Peru and Bolivia had been the cause of 
the war. 

But the Peruvian writer with whom we are dealing 
asserts that this indemnity was the most colossal which 
has ever been paid by a vanquished nation. So over- 
whelming were believed to be the calculations made by 
this author that a detailed estimate of them, intended 
for a wide circulation, has been printed, and, so anxious 
was a Peruvian Consul-General to bring them before 
the public, that they have even been inserted as 
advertisements in English newspapers. 

7 The claims made by foreigners, presented to Chili for losses sustained during 
the hostilities, by themselves alone amounted to more than $LuO,000,(X)u. 
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Let us see how this advocate of Peru makes up his 
account. He puts down, first of all, the whole of the 
export duties on nitrate collected by Chili from her 
coming into possession up to this day. To these 
he adds all the duties which he estimates will be re- 
ceived in the future up to the very year in which he 
considers the whole of the nitrate will be exhausted. 
To these items he adds a sum of many hundreds of 
millions, which, according to him, represent the incre- 
ment already secured and to come to the Chilian 
revenues as an indirect effect of the nitrate supply. 
Then he puts down his valuation of " the immense 
wealth as yet unexplored," hidden under the soil of 
Tarapaca, and the railways of that province, although 
these never belonged to the Peruvian Government, and 
other similar items. Thus Senor Garland, basing his 
estimates upon what he calls these ** irrefutable cal- 
culations," arrives at the amount of the war indemnity 
imposed by Chili upon Peru, which is, according to 
him, $2,350,000,000. 

To the above he adds the sum of $650,000,000, which 
he estimates, " with equal precision " (to use his 
own words), as the war contribution paid to Chili by 
Bolivia, as to which, it must be said, nobody has until 
now ever heard anything. In this way Seiior Garland 
follows out his intention of making the indemnity 
past and future, paid by the allied Republics, amount to 
the astounding total of $3,000,000,000, which surpasses 
by a little that which Germany imposed in actual cash 
upon France after the war of 1870. 

Thus Seiior Garland endeavours to excite the com- 
passion of the world for Peru and Bolivia, which, 
depopulated and poor, have paid a war indemnity larger 
than the one paid by such a rich country as France. 

Starting from the hypothesis that these figures could 



Digitized by 



Google 



13 

be obtained for a moment, absurd though this may be^ 
it appears to us necessary to point out to this Peruvian 
writer that he has forgotten to take into account in his 
calculations the immense value of the provinces of 
Alsace and Lorraine, taken by conquest by Germany in 
that war, which bring in annually a substantial revenue 
to the Treasury of the German Empire. This revenue, 
perennial and progressive as it is, averages at present 
140,000,000 marks per annum, an amount about 
five times greater than the average receipts which Chili 
receives temporarily from the nitrate in Tarapaca, the 
duration of which will only be for a certain number of 
years. 

In order to be logical this distinguished Peruvian 
writer, from whom the future seems to keep no secrets, 
ought to take into account the millions and millions of 
marks which will be yielded to the German Imperial 
Treasury in ages to come, through the unlimited time 
which these provinces will be held, from an always 
increasing revenue, and add to this forgotten figure the 
5,000,000,000 francs paid down in cash by France. 
Then he would see that, before this gigantic total, even 
his own elaborated and exaggerated estimate would be 
comparatively but as a grain of sand to a mountain, with- 
out taking into consideration that the whole of it would 
only have been collected, not in cash, but more than 
half-a-century after the war on the Pacific. The ^' Times '' 
has rightly judged, as one may see, in characterising those 
calculations as being " not admissible " and ** highly 
contentious.'' 

What has been really obtained by Chili by the 
conquest of Tarapac^ from Peru differs immensely from 
what Sefior Garland estimates. The gross amount and 
its items are as follows, expressed in Chilian dollars 
of 18d. :— 
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(a) Export duties on nitrate and iodine extracted 

from the ex- Peruvian province of Tarapacd up 

to the year 1899 $450,000,000 

(b) Profits from the sale of nitrate during the war, 

and receipts of the Peruvian Custom-houses 

of Callao, MoUendo, &c., in the same period $12,000,000 

(c) Actual value of the nitrate properties in Tarapacd 

which came into possession of the Government 
of Chili without encumbrances and which are 
still in its possession, and profits obtained firom 

all the sales of nitrate properties^ $25,000,000 

{d) Royalties on the guano received during the 
occupation of Peru, and value of the guano of 
low quality still possessed by Chili, estimated 
at 180,000 tons $4,000,000 



Gross total® $491,000,000 

But the above total, as will be at once shown, is very 
different from the net profit. 

" It is very easy to corroborate this calculation. Chili has 
obtained from the sale of nitrate properties in Tarapacil $24,000,000 

Which, added to the value of the nitrate properties which are 
still held by the State in Tarapaci — 75,000,000 metric quintals, and 
some extent of " Calicheras " of low quality $20,600,000 

Total $44,500,000 

This represents the value of the nitrate properties which Chili 
possesses or has possessed in Tarapaci. If from the above sum is 
deducted what Chili had to pay to cover the bonds emitted by the 
Government of Peru in payment for the greater amount of these 
properties, and the expenses of their upkeep and guarding up to 
date, say $19,5C0,000 

There remains a balance of $25,000,000 

Which represents with exactitude the value of the old Peruvian nitrate 
properties not mortgaged, with their increment in value up to date, and besides 
the profit obtained by Chili from all the sales of properties effected. Until within 
a few years ago — that is to say, before a careful study of the actual values had 
been effected — it was believea in Chili itself that the value of the fiscal nitrate 
properties of Tarapacil was much greater. 

* No account is taken of the import duties paid b^ Tarapacd since the 
Chilian occupation, for, as Senor Garland himself admits, they have only just 
met the cost of administration of this province. As regards the entries from the 
Custom-house of Arica, this has of late years left a deficit such as has more than 
swept away the small profits received during the first few years. The advocates 
of Peru have set down in their accounts fabulous sums derived from the sale of 
guano, but it will be sufficient f o dismiss this item to point out that all the funds 
derived from the sale of that substance, with exception of the small amount 
above mentioned, were handed over to the creditors of Peru and to the Peruvian 
Government. 
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We do not think that a war indemnity can be settled 
like a common account current of debtor and creditor, 
since it should cover, not only the expenses incurred, but 
also be a penalty for the outrage committed, for the 
valuable lives sacrificed, for the perturbations caused 
in social, financial, and commercial affairs, which 
the campaign has inflicted upon the conqueror. 
Nevertheless it appears necessary to call attention to the 
fact that in the calculations circulated by the agency of 
the Consuls of Peru no allowances have been made for 
the costs to Chili of that long war, and which, up till 
to-day, twenty-two years afterwards, weigh upon the 
National Treasury in the form of pensions and other 
military compensations, at the present amounting to 
nearly a million dollars per annum, to which must be 
added the sums Chili has had to pay to foreigners 
who sustained loss through the operations of the war. 
All these expenses amount, according to official 
documents, to $127,000,000.'" This being deducted 
from the total given above, reduces the net profit received 
by Chili up to date as the result of the victories over Peru 
to $364,000,000, equivalent in round figures to 
£27,000,000. 

To compare in equality of conditions this money, 
collected in the long term of twenty-two years with 
that which other nations have received cash down as 
war indemnity, it would be necessary, nevertheless, to 
represent this amount hypothetically at its real amount 
at the date when Chili and Peru agreed upon the con- 
ditions of peace. If this be calculated upon the usual 

^^ This total is distributed as follows : — 

Cost of the war up to the signing of the Treaty of 
Peace, according to the detailed accounts published 
in the Finance Minister's reports for 1881 and 1882 9106,000,000 

Pensions, annuities, &c., due to the war 18,000,000 

Indemnities to foreigners 3,000,000 



Total 1H27,000.000 
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commercial terms of discount, the above total would be 
reduced to $199,000,000 

or say £15,000,000 

To how much will this sum be increased by the 
export duties to be collected in Tarapacd in the future ? 
It is impossible to arrive at other than a speculative result. 
There has to be taken into consideration whether, in 
view of the competition from other fertilisers. Chili 
will be able to maintain the export duty upon nitrate 
at its present rate, which is based upon the fact 
that Chili is up till now the only producer of this 
substance. How long that may continue no one can 
foretell with certainty. This question involves in reality 
the whole future of this important industry. 

In speaking of the indemnity which the Government 
of Chili imposed upon Peru, twenty years ago, it is 
forgotten that at the time this involved some risk. Who 
could guarantee at that time that Chili would be able to 
maintain with certainty its position as the only producer 
of nitrate ? Now that it has been realised this appears 
almost a natural phenomenon ; but it did not seem so 
at that time. If, after the peace, there had been dis- 
covered in some other part of the world new deposits of 
nitrate of soda, or if, in consequence of the competition 
of other fertilisers. Chili could not have maintained the 
actual rate of export duty, would Chili have had the 
right to say to Peru that, as the indemnity which the 
latter had paid had disappeared, she now called upon 
her to pay more ? By no means. Therefore, there was 
a risk, up to a certain point, which would have justified 
any extraordinary profit, had such been obtamed. 

For, flattering as may be the prophecies of Senor 
Garland with respect to the future of nitrate, we refrain 
from giving an opinion with respect to them, limiting 
ourselves to saying that, in estimating that the Govern* 



Digitized by 



Google 



17 

ment of Chili will be able to collect duty at the present 
rate upon 49,000,000 tons existing in Tarapacd, he has 
located in this ex- Peruvian province a quantity of 
nitrate just exactly double that which exists. As a 
matter of fact, the immensely greater amount of nitrate 
not yet worked is in the Chilian provinces of Atacama 
and Antofagasta, which have never been Peruvian 
territory. In Tarapaca there was, at the end of 1899, 
26,000,000 tons worth being exploited, according to the 
calculations of the Chilian engineers." 



TARAPACA UNDER THE PERUVIAN REGIME AND 

UNDER CHILIAN ADMINISTRATION. 

For further amplification, it is necessary to make it 
clear that the beneficial fiscal results attained by Chili 
in Tarapaca cannot be considered as the equivalent of 
the indemnity which this country imposed upon Peru. 
Such sum does not, in fact, equal that which Peru could 
have gained there, since the fiscal profit which to-day is 
derived from the nitrate industry depends, in very great 
degree, upon the circumstance that Chili is the sole 
possessor of the sources of supply — a thing which could 
not have happened in the case of Peru, as it is well 
known that a larger quantity of nitrate is found in the 
Chilian Provinces of Antofagasta and Atacama than 
exists even in Tarapacd. Moreover, it is essential to 
take specially into account that, if Tarapaca has given 
to the Chilian Treasury considerable resources, these 
are in large measure the result of the fiscal policy of 
Chili with relation to the nitrate industry of that 
province, which has encountered in the new adminis- 
tration, in addition to the immobility of its imposts 

11 " MemoriA del DelegBjdo Fiscal de Salitrenas," presented to the Minister of 
Finance of Chili in 1900. Page 66. 
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during a period of twenty-one consecutive years, 
adequate security for the investment of capital and 
freedom for the development of its comjnerce. 

For Peru nitrate never was an extraordinary source 
of revenue ; the total sum of all that the Peruvian 
Government collected from Tarapacd, in a period of ten 
years, was £3,044,000, or, approximately, about an 
amount equal to that the Chilian Treasury now obtains 
from the same province in one year. The actual selling 
price of nitrate is a half of the lowest price known during 
the Peruvian administration. The Chilian Government 
and the producers of nitrate, nevertheless, have secured a 
profit unknown in the Peruvian times. The explanation 
of this is very simple : the administration of the latter 
country had subjected this industry to such a regimen 
of restrictions, expropriations, and uncertainties of every 
description, as had almost completely paralysed its 
development 

In confirmation of this assertion, it will suffice to 
record that Peru four times altered the import duty on 
nitrate ; that, in 1873, it compelled the nitrate makers of 
Tarapacd to sell at a fixed price the whole of their 
annual production, and practically limited, with the 
object of raising the price, to a little more than 2,000,000 
metric quintals, the total quantity which the Peruvian 
Government, converted into a commercial speculator, 
itself proposed to resell in the European markets ; that, 
two years latter, the Peruvian Congress dictated a law 
authorising the expropriation by the State of all the 
nitrate lands of Tarapaca, inflicting, in 1878, a penalty 
on those who resisted of three soles per quintal ; that 
the Peruvian Treasury, owing to want of cash resources, 
could only pay for the nitrate grounds it acquired in 
Treasury Bonds, and that ultimately it had in many 
cases to lease to the former proprietors the " oficinas " 
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it had taken over ; and, finally, that the whole of the 
carriage of nitrate was in the power of a single railway 
company, to which Peru had granted this service as a 
monopoly. 

The effects of these financial measures have been 
characterised by authorities which, as regards Peru, are 
irrefutable. The eminent Peruvian statistician, Sefior 
Guillermo E. Billinghurst, perfectly acquainted with 
nitrate affairs, and who has just vacated the first 
Vice-Presidency of that Republic, says that in this 
way Peru **arrestedthe material development of nitrate in- 
dustry in Tarapacd," and by this ** financial absurdity," 
in place of obtaining for the Peruvian Treasury the hoped- 
for revenues, merely succeeded in fomenting the similar 
industry existing in Chilian and Bolivian territory. " And^ 
in order to arrive at this result," he observes, ** Peru 
compromised her credit for more than £4,000,000, 
dried up the springs of the national revenues of the 
Treasury in Tarapaca, and scattered over five thousand 
labourers, who might have created for it a vigorous 
competence in Toco, Salinas, Aguas Blancas, and 
Taltal!"^^ 

It has been said that the Peruvian Government 
did well in suffocating the nitrate industry, in order 
that it might not cause a reduction in the price of 
guanO; in which its own Treasury, in common with its 
foreign and other creditors, had so great an interest. 
Those who maintain such a view, ignore the fact that the 
creditors in question never received any profit from the 
guano of Peru subsequent to 1875, whence it may be 
deduced that the Government of Peru obtained no 
satisfactory results during the years which preceded 
the war, either from the guano or from the nitrate. 

** Billinghurst : •• La Cuestion Salitrera " p. 18. 
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Both these results were not incompatible, neverthe- 
less, having regard to the ppor grade in azoe of the 
small quantity of guano in existence. During the first 
years of the Chilian administration over Tarapaca guano 
was sold in proportions considerably higher than for 
the two last years of the Peruvian domination ; the 
creditors of Peru received from Chili the product of 
the guano deposits, and, simultaneously, the nitrate 
province of Tarapaca, as Senor Garland so very oppor- 
tunely remarks, was converted into an abundant source 
of revenue so soon as Chili assumed its possession.^* 

To accomplish this end Chili adopted a policy which 
was the reverse of that of Peru. 

The definitive possession of this province having been 
assured to Chili, it restored to individual industry the 
greater part of the ^^ salitreras " expropriated by the 
Government of Peru, and, in 1880, placed upon nitrate 
an export duty, which has not varied up to the present 
moment. 

The Chilian Government has never limited the free 
production of individuals, nor has it exploited for its 
own account any of the ^^ oficinas " belonging to it ; the 
oppressive monopoly of the Railway Company has been 
broken down for some time now, thanks to the energetic 
attitude of the Santiago Government ; freight charges 
have been lowered in this rich nitrate zone, and 
numerous lines of railway have been constructed ; the 
world's consumption has been stimulated by the sub- 
ventions granted by the Chilian Treasury to the Nitrate 
Propaganda Committee, and millions of dollars have 
been spent in the construction of docks, moles, and 
jetties, so as to lessen the costs of shipment. 

In the years immediately following the triumph of 

^' Sedor Garland says :— " The Peruvian Province of Tarapac& began to yield 
enormous revenues from the first year of the Chilian possession." 
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Chili, foreign capital was liberally invested in the nitrate 
properties of Tarapaca. The President of the Nitrate 
Committee, in the report presented at the general 
meeting of 1884, in order to explain the considerable 
increase in production, referred to the eagerness with 
which capitalists set about the preparation of great 
works of production so soon as — after the warlike opera- 
tons — industry had been re-established in Tarapacd ; 
the death of the fiscal monopoly, and the new policy of 
free competition, introduced by Chili, according to this 
gentleman, had given great vitality to the manufacture 
and led to such economic improvements in the elabora- 
tion, as to place the nitrate industry on a footing of pro- 
ductive capacity truly extraordinary, and, in a certain 
sense, excessive. 

The maximum of the manufacturing productive 
capacity of Tarapaca in the last year of the Peruvian 
domination, and which, it may be presumed, it never 
attained to in fact, theoretically amounted to no more 
than 5,000,000 metric quintals.^* Four years later, 
under Chilian auspices, the production was double that 
quantity, and to-day it has reached a figure five times 
greater than that of the last year of the Peruvian 
Administration. 

It will provide a point for comparison between the 
amount of fixed capital engaged in nitrate industry 
during the Peruvian administration and that of to-day, 
if we reflect that, in the years preceding the war, the 
Government of Peru had acquired five-sixths of the 
nitrate establishments and lands of Tarapaca, by means 
of an emission of bills (pagares) representing a nominal 
value of £3,600,000, a price which, at that epoch, was 
considered to be excessive, but which is, nevertheless, 

^* Vide Bertrand : *' La Propriedad Salitrera de Chile," and the calcula- 
tions made by the Minister of the United States in Lima, according to Peruvian 
oflficial documents, and transmitted to his Government in 1878. 



Digitized by 



Google 



22 

only a fourth part of the estimated value of the estab- 
lishments and nitrate reserves actually remaining in 
Tarapacd after over twenty-two years of exploitation. 

The bills of the Peruvian Government were re-sold, 
to English capitalists principally, by the greater number 
of the Peruvian holders, after the first victories of Chili, 
at a fifth part of their nominal value. Hence 
originated, as is well known, the great fortune of Colonel 
North, and many of the English nitrate companies. 

It will contribute to the forming of an idea of the 
actual importance of this industry, to which the agri- 
culture of the entire world owes such benefits, to take 
into account the circumstance that a production of 
15,000,000 metric quintals, such as has been exported 
of late years both from Tarapaca and the other neigh- 
bouring Chilian provinces, presumes an annual dis- 
bursement of about $75,000,000 in payment of labour 
and carriage to the coast, and of $50,000,000 to 
$60,000,000 for its transport to Europe. 

The low price at which nitrate is distributed under 
the policy of free production planted by Chili, and the 
incessant propaganda in its favour, has opened to this 
fertiliser an immense field of consumption, despite the 
fierce competition of sulphate of ammonia, a fertiliser 
richly azodised, which, during the Chilian domination, 
has tripled its production, and which is a rival certainly 
more to be feared than the guano, poor in azoe, found 
along the coasts of Peru after the exhaustion of the 
Chinchas guano, that is, since many years before the 
Pacific war. 

In relation to the consumption of nitrate, no demand 
is of greater importance than that occasioned by the 
saccharine beetroot, whose production is immense, and 
which, although already cultivated on a considerable 
scale since the second third of the century now closing. 
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had been unable to avail itself of nitrate under the 
Peruvian domination to the same extent that it does 
to-day, on account of the high prices then maintained 
by monopoly. 

THE GOVERNMENT OF CHILI AND THE CREDITORS 

OF PERU. 

Some Peruvian writers have stated that it is the 
indemnity paid to Chili that has placed Peru under the 
necessity of defaulting upon its foreign obligations, and 
others have even maintained that the former country 
ought, after the war, to have adopted as its own the 
external debt of Peru. Both opinions appear in the 
pamphlet which has been circulated under the patronage 
of some Peruvian officials. 

To dispose of the mala fides of this curioua 
inculpation a very few observations will suffice. 

It has already been shown that the whole benefit 
obtained by the Chilian Government, from Tarapacd,. 
during more than twenty years of exploitation, 
amounts to a total of £27,000,000. Well, the ex- 
ternal debt of Peru, with interest capitalised up to 
the epoch of the celebration of the Treaty of Peace 
with Chili, was then £45,000,000, a sum which, 
added to the requisite interest payments up to 
the present date, would have constituted the enormous 
figure of £75,000,000. Such is the burden— three 
times in excess of the entire benefit obtained until 
this day in Tarapaci — which certain advocates of 
Peru, who seem to forget that Chili was the victor in 
that war, would have the latter Republic take upon its 
shoulders as the heritage of its glorious victories ! 

In reality Chili has been sufficiently generous towards 
the creditors of Peru, as is evident from the instructive 
history of their relations with the respective countries. 
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It is not true, however, that the financial difficulties of 
Peru date solely from the war, nor that the injuries then 
sustained by the country have been the principal cause 
of them. 

Peru, deluded by the enormous revenues obtained by 
it from guano forty or more years ago, heaped up its 
foreign debt to proportions absolutely out of all con- 
formity with its permanent resources. By far the 
greater part of its fiscal wealth was at that time 
spent in rather reckless and lavish financial operations, 
or in supporting a most ostentatious administration. 
A distinguished diplomatist, who visited Peru many 
years prior to the Pacific war, amongst other observa- 
ations, made the following with regard to that country : 
** Every citizen believes that it is the duty of the 
State to provide for his subsistence, and the public 
revenues, devoured in this manner, and compromised 
in every direction by the most hazardous speculations, 

rapidly disappear The paper money, the 

only currency in circulation, declines daily in value. 
• . . . And it appears impossible that Peru, with all its 
resources and reserves exhausted, can avoid suffering 
from one of those terrible crises out of which a country 
with difficulty emerges. "^^ 

One of the Commissioners sent to Peru by the English 
Bondholders in 1876, and admittedly sympathetic to- 
wards that country, says that ** happy-go-lucky " was the 
principle on which the Government of Peru based all 
its calculations ** in all questions in which financial 
matters were concerned," and that, fatuously confident, 
engaged in the most extravagant and costly projects of 
doubtful public utility, ** although," he adds, ^* there is 
not, from day to day, £10 in the National Treasury."^^ 

^ Le Comte Ch. d'Ursel : " Sud-Amerique, Sejours et Voyages." 
** W. Clarke : " Peru and its Creditors," 1877. 
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The situation, in fact, must have reached such a 
culminating point of disorganisation that, under the 
administration of Senor Prado, an act of accusation was 
passed in the Chamber of Deputies to bring to judgment 
all the members of the preceding Government on a 
charge of having ruined the Public Treasury. 

The creditors of Peru were not slow to suffer from 
this condition of affairs. The administrations of that 
country, after having extravagantly dissipated the 
enormous fiscal revenues from guano, the precise amount 
of which it has been impossible to ascertain with cer- 
tainty, but which may be taken at a value of not less than 
£70,000,000, had to adopt a resolution for the suspen- 
sion of the payment of interest on its external debt 
from 1875, i.e,^ four years before the war with Chili. 

The creditors of Peru, most of whom were English, 
energetically protested against this suspension, and 
solicited, in support of their claim, the good offices of 
Her Majesty's Government, to which, however, Peru 
paid not the slightest attention. ^^ 

At that time Peru was expending 70 per cent, of her 
revenue on her army and navy. 

The defrauded capitalists had recourse to the 
European courts of justice, claiming delivery to them of 
the product of the consignation of guano sent to Europe 
by the Government of Peru, as they believed that 
they possessed a perfect hypothecary right over that 
substance. The Supreme Court in London declared 
that Peru had contracted with her creditors nothing 
but '' simple obligations of honour," founded solely on 
the national good faith, and a similar declaration was 
made by the Courts of Justice at Paris and at Brussek 

*7 The representative of her Britannic Majesty in Lima reported the results 
of his inquiries to the Foreign Office in these terms:—" The interest of the 
bondholders do not in any way occupy the attention of the Government or the. 
people of Peru." February 4, 1878. Blue Book, Peru, 1882, No. i. 



Digitized by 



Google 



26 

in rejecting their applications. Rendered desperate by 
such unfruitful efforts, the English creditors then asked 
Her Britannic Majesty^s Secretary of State if, in case 
they sent out their own vessels to load guano at the 
Peruvian guano deposits, they could count on the 
protection of Her Majesty^s Government. The Foreign 
Office replied that, in no proceeding of the kind 
indicated, could they rely on the support of the British 
authorities.^® 

Such was the state of affairs — all hope for them having 
been lost — when the Pacific war broke out. Chili then 
occupied the guano deposits, and immediately, subject 
to an export duty, handed these exploitations to the 
creditors of Peru. Soon afterwards the Chilian Govern- 
ment suspended the duty above referred to, and con- 
ceded to the said creditors one half of the net produce 
of the guano, in spite of the protest of the Government 
of Peru. 

It is apparent, then, that the riches of Peru were 
neither utilised for the true profit of the country, nor 
for the satisfaction of the just claims of its creditors, 
and that not until Chili had acquired possession of 
the guano deposits did the creditors of Peru begin to 
receive the benefits of its exploitation, of which, 
previously, they had been for a considerable period 
wholly deprived. 

Chili was under no obligations, beyond its own 
motives of liberal equity, to act in this manner, inasmuch 
as international precedents, the decisions of the 
European tribunals, and even the British Government 
itself, did not recognise them as holding any effective 
legal hypothecation over the guano. 

Under these circumstances one can understand why the 
creditors themselves should have expressed through the 

18 Kti* Blue Book already cited. 
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British Government this unexpected gratification. Lord 
Sahsbury, at that time Minister of Foreign Affairs, 
promptly communicated to the Chihan Plenipotentiary 
in London the satisfaction with which the Government 
of Her Majesty was impressed by this resolution of the 
Chilian Government. The Plenipotentiary of France, 
in Santiago, described this arrangement as being '^ very 
advantageous " for the creditors, and the representative 
of Her Britannic Majesty, for his part, added, 
speaking in their name : " They said, they asked no 
more."^® But the Government of Chili did not rest 
here in its desire to facilitate for Peru the liquidation 
of debts, and, according to its petitions, has later delivered 
to its foreign creditors all that had been produced from 
the exploitation of the old guano of Peru since 1882, in 
virtue whereof they have acquired rights over a sum of 
$23,500,000, which, as regards the greater part, they 
have already received from the hands of the represen- 
tatives of the Chilian Government.^^ 

They were not, however, the only creditors of Peru 
who received from the Chilian Treasury payment of 
their unliquidated debts. The Chilian Government, 
after having restored to the old industrial manu- 
facturers, who desired this to be done, the nitrate works 
which the Peruvian Government had taken from them, 
redeemed some years ago, at the estimated commercial 
value at that date, all the outstanding bills left owing by 
the Peruvian Government under guarantee of the nitrate 
works of Tarapaca, representing a total amount of not 
less than $15,000,000, or, say, £1,161,000. 

^* Vide Blue Book already cited, and letter of John Procter to the Right Hon, 
Marquis of Salisbury, printed in London, 1887. 

^ The Peruvian Corporation, which represents the English creditors of 
Peru, has received ^930,000 and the net product of 50,000 tons of guano ; the 
remaining balance, which has been deposited in the Bank of England, has to be 
distribute between the creditors of Peru in conformity to the decision of the 
Arbitration Tribunal of Switzerland. 
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We have deemed it requisite to write this brief, but 
instructive history, in order, at the same time, to 
demonstrate the absolutely neutral part that Chili has 
had in causing the financial bankruptcy of Peru and in, 
its suspension of payments abroad ; th* benefits which 
its unpaid creditors obtained from Chili ; and finally 
and more particularly with the object of showing how 
absurd it is to assert that the conqueror in the Pacific 
War ought not to have demanded a territorial indemnity 
because Peru could have vtdemnijied it in cash / 

It is, notwithstanding, fair to acknowledge that, after 
the war, the rulers of Peru have tried to reorganise the 
finances of their country with a patriotism and equity 
that does them honour, although they have not always 
been successful. For instance the military expenditures 
absorb now only 30 per cent of the revenue of Peru, 
a percentage similar to that which other nations spend 
with a like object. 



THE QUESTION OF ARICA AND TACNA. 



STATE OF AFFAIRS. 



The most important question still pending, as the 
result of the war between Chili and Peru, is that rela- 
ting to the definite possession of the departments of 
Tacna and Arica. 

The Treaty of Peace agreed to between the two 
nations stipulated that this territory, at the time 
occupied by the Chilian forces, would remain in the 
possession of Chili for ten years. After the expiry of that 
period, which occured in 1894, the future ownership of 
the province was to be decided by a plebiscite, and 
whichever of the two countries gained the verdict was 
to pay to the other the sum of $10,000,000, in Chilian 
silver money or Peruvian soles of equal weight and 
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fineness, which is equivalent, at the value of those 
moneys at the date of signing that treaty, to more than 
£1,700,000, and represents, at the present rate of ex- 
change for the Peruvian sol, a little more than £1,000,000. 

It was laid down in the Treaty that a special agree- 
ment should previously be made, settling the form in 
which the plebiscite should be taken, and the method 
in which the payments should be made. 

Five years before the period mentioned, Chili 
generously offered to Peru a much larger sum than that 
required by the Treaty, upon condition that she should 
abandon all claims to that territory. The Government 
of Peru was at that time discussing an arrangement 
with its external creditors, and had it accepted this offer 
it would, doubtless, have been freed, in part at least, 
from the necessity of agreeing to hand over the whole 
of its railways, much of its public lands, and a portion 
of its customs revenues, as it contracted to do shortly 
afterwards. 

But Peru refused to accept the proposal, as it had 
refused an analogous one at the time when the Treaty 
of Peace was being drawn up, and as it has since refused 
upon two separate occasions any arrangement which 
implies the definite renunciation of these departments. 

Since 1892 three or four attempts have been made to 
come to a settlement with regard to the form of the 
plebiscite and the conditions of payment of the indem- 
nity ; but after prolonged negotiations and innumerable 
conferences it has not yet been found possible to arrive 
at a settlement satisfactory to the Congresses of the two 
nations. The last project of treaty, signed in 1898, has 
not found in the Chilian Congress the acceptance 
required by the Constitution to make it valid, and ap- 
parently it will be necessary to once more open negotia- 
tions. 
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THE DISPUTED TERRITORY. 

Let us see of what consists the territory which has 
been the subject of so prolonged a dispute. A large 
round-topped hill, which is a natural fortress, situated as 
an advance guard of the port of Arica, gives to this place, 
now denuded of its artillery, a certain military importance 
on the Pacific coast. Beyond this, the territory in which is 
located the said port (which is to-day simply commercial), 
comprises 22,000 square kilometres in area ; and is in its 
greater part an intransitable, sterile desert. It is situated 
on the confines of Chili, Bolivia, and Peru, and has a 
population of scarcely 24,000 souls of various nation- 
alities, or about one inhabitant per square kilometre. 
A few small valleys in the interior, irrigated by the 
waters of the mountains or springs, yield scanty crops of 
various agricultural products, which, together with the 
rough salt, which abounds along the whole Pacific coast, 
form the principal production of the departments. 
The value of the produce, the greatest portion of 
which is of Bolivian origin, which is exported 
from this territory scarcely reaches £150,000 per 
annum. The total revenue derived by Chili from the 
territory does not amount to £7,000 a year, whilst 
the cost of administration exceeds this by about 
£30,000 annually, which deficit has to be met out of the 
general revenue of Chili. It has been reported that in 
Tacna and Arica there have been discovered rich 
deposits of borax, and veins of copper and lead, also 
even deposits of nitrate of soda. The desire of finding 
treasures has no doubt caused their existence to be 
imagined upon a much greater scale than the reality. As 
an illustration of this it is enough to state that the total 
value of agricultural and mining properties in the 
department of Tacna, which is the more important of 
the two departments, has been valued recently at less 
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than £100,000,2' ^^^ ^^at the 63 kilometres of railway 
which exist between the port of Arica and the town of 
Tacna, on the direct road to Bolivia, is the property of 
an English company, the shares of which are now 
quoted at about one-tenth of their nominal value. 

How and why comes it that both Peru and Chili have 
so keen and irreconcilable a desire to* possess a zone ot 
territory apparently of so little real value ? What are 
the designs and hopes which each country has formed 
with respect to the future of these departments ? These 
are points which it is of the greatest importance should 
be made clear, in order that the real motives of this 
international dispute may be understood. 



THE PROSPECTS OF THIS TERRITORY IN THE HANDS OF 
EITHER COUNTRY. 

During the first few years of the Chilian occupation, 
owing mainly to the transit trade from the coast to Bolivia, 
these departments yielded a revenue more or less suffi- 
cient to cover the cost of administration. The custom 
house at Arica alone produced more than four times as 
much as it now does. But at that time the Antofagasta- 
Chilian railway, the Peruvian railway from MoUendo, 
and the Argentine railway of Salta, had not been pro- 
longed, as they now are, towards Bolivian territory, and 
thus did not compete with the ** arrieros " of Tacna, who 
for years had carried supplies to Bolivia, and brought 
produce from that country on the backs of mules and 
llamas. The greatei facilities offered by those lines 
have almost killed this traffic in the past six or eight 
years ; the existing difference between the customs 
tariff, which Bolivia applies on the other routes, and the 

^ See " Sinopsis Estadistica de Chile, 1897." That of the department of 
Arica has not yet been ascertained. In accordance with the Chilian law, the 
province of Tacna, is divided into two departments, one called Tacna and the 
other Arica. 
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last Chilian customs tariff of 1897, has had the effect of 
still further contributing to the annihilation of that 
commercial movement Consequently, as has beea 
mentioned above, the administration leaves an increasing 
deficit, and the population is tending to diminish. In 
order to temporarily counteract those evils, the Chilian 
Government has asked the Congress of that country to 
sanction an exceptional reduction of the customs tariff 
for the port of Arica. But the capital remedy for this 
state of affairs would be to place the road on the same 
footing as its competitors, by prolonging the Arica and 
Tacna Railway into Bolivia, which would give to that 
country the shortest route to the seabord and to the 
best port. This done the territory would at once 
return to its former prosperity and the deficit above- 
mentioned would disappear. 

Having in view this fact, Chili has eagerly desired for 
years to obtain definite possession of this territory. 
She desires to make it the great highway for the com- 
merce of Bolivia, thereby giving great impetus to its 
interchange of products with that country. Speaking of 
the means of resuscitating those departments, the Finance 
Minister of Chili, in one of his Reports to Congress, 
said :— ** The way to do this with certainty would be by 
making a railway from Tacna to Corocoro, and thence to 
La Paz and Oruro. Such a line would only be 300 
miles to La Paz, and would be of narrow guage, and 
would give to Bolivia, without any doubt, the shortest, 
natural, and most economical route for the commerce of 
its most important region." 

Besides the construction of this railway, it would be 
the aspiration of the Government of Chili to carry out 
great irrigation works, which would render of great 
value much land now useless on account of their 
aridity. ^* Tacna," says the Report of the Finance 
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Minister of Chili already alluded to, ^^ could be 
made into an agricultural province of the first order by 
using the abundant waters of the river Mauri for the 
irrigation of its fertile lands. With an outlay not 
exceeding two or three millions of dollars (of 38d.) a very 
considerable extension of lands, capable of growing 
sugar-cane, cotton, and other valuable tropical products, 
as well as others of the temperate zone, could be made 
available, and the province would then have an assured 
future." 

Chili has at present the powerful incentive to carry 
out these works in whole or in part, in order to make 
those districts produce at least sufficient to cover the 
cost of administration. 

In view of the prospects of prosperity which would 
come to this territory if it were in the definite possession 
of Chili, it is necessary to know the motives of Peru for 
so strongly desiring to recover their possession. These 
are principally two in number, but of a very distinct 
character. The first is the desire to satisfy a national 
sentiment. It is natural that the people of Peru should 
cherish the idea of regaining a territory whose occupa- 
tion it lost as the compulsory consequence of its defeats. 
To renounce this hope upon any terms, however advan- 
tageous from a truly patriotic point of view, is a step 
which would not be readily accepted by the excitable 
nationalists of Peru. 

The other motive why Peru wishes to have control ot 
this region is because it fears that, in the hands ot any 
other country, Tacna and Arica would probably become 
formidable competitors to its own southern departments. 
Senor Billinghurst, First Vice-President of Peru, when 
on his mission to Chili in 1898, with the object of 
settling the question, declared frankly that his country 
desired to possess this zone, because *^ the construction 
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of a railway from Tacna to Bolivia would produce serious 
economic perturbations in the Departments of Puno 
and Arequipa, and would minimise the traffic on the 
Southern Railway of Peru and the receipts of the 
MoUendo custom-house." That is to say, that the reason 
why the Government of Peru is so anxious to possess 
these departments is simply to make sure that this great 
international railway, which would bring such great 
benefits to them and to Bolivia, shall never be carried out. 

Chili cannot but lament that the actual uncertain 
situation of these departments has prevented her from 
undertaking the carrying out of the works, so necessary 
to prevent them from falling into utter ruin. Peru, 
on the other hand, is insisting upon their being 
returned to her, not with the object of developing their 
resources, because, for lack of means, her Government 
would find it impossible to undertake such great and 
expensive works, but only to make sure that nothing 
will be done to prevent them from falling into decay. 
It is curious to see that, while the Peruvian people are 
inditing mournful dirges, lamenting the sad fate of their 
** captive departments," the Peruvian Government is 
anxious to secure them only to condemn them to death 
by starvation. 

This curious policy of the Government of Peru has 
been quite as clearly expressed by one of the best 
authorities which Peru possesses in Great Britain in a 
letter which has appeared in the columns of the South 
Americanjournalj of London. In it, it is pointed out that 
the prolongation of the Arica and Tacna Railway to Bolivia 
would make a formidable competitor to the Southern 
Railway of Peru ; "but," he says, "this railway is the pro- 
perty of the Peruvian Corporation, an English company. 
Why, therefore, should the English sympathise with 
Chili in its efforts to secure possession of this province V 
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But it is easy to comprehend that the enormous 
financial burdens cast upon Peru by her recovering 
this territory would be far more prejudicial to her 
than any loss in traffic on the railway mentioned. 



WHAT PERU WOULD HAVE TO SACRIFICE IN ORDER TO 
RECOVER TACNA AND ARICA. 

If Chili acquires, by decision of the plebiscite, 
possession of these departments, Peru will receive into 
her national Treasury at least £1,000,000, and it is known 
that the Chilian Government some years ago actually 
offered Peru £2,000,000, provided she should put aside 
all her expectations, a sum sufficient to cover twice over 
the highest estimate of expenses made in any recent 
year in Peru.^^ Either of these sums would put the 
Government of Peru in a position to carry out some of 
the irrigation works so urgently needed in that country 
and to construct some new railways and ports much 
required, and thereby to greatly improve its position. 
But if Peru recovers possession of Tacna and Arica 
it will saddle its national Treasury permanently with 
the deficit which the administration of these terri- 
tories leaves annually, and it will also be obliged 
to forego the £1,000,000, at least, which would be 
paid for their ransom. That is to say, Peru will not 
only lose what it would obtain from Chili, but it will 
have to incur an outlay of similar amount, or say a 
total sacrifice of £3,000,000, a considerable sum, if it 
be taken into account that, of late years, the total of the 
annual revenues of the Peruvian Treasury has 
fluctuated in the neighbourhood of £1,000,000. 

It would now be opportune for Senor Garland to re- 
turn to his favourite comparison with the sacrifices made 
in money by France at the liquidation of the war in 1870. 

^ In i8go the Government of Chili oflFered to Peru $14,000,000, which at the 
current value of silver in that year was equivalent to ;f 2, 000,000. 
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The colossal sum which that country paid to Germany 
under the pressure of its victorious arms, amounted to a 
figure only double the total of its National Budget. 
That which Peru now proposes to sacrifice voluntarily, 
simply in homage to popular sentiment, and for the 
maintenance of the traffic over a railway, which is 
not even owned by her, would amount to more than her 
total revenue for three years. 

•If there are financiers who would lend money to 
Peru without any security, in order to enable it to 
carry out the curious business of acquiring these depart- 
ments, which would only cast a further burden upon it, 
and if Peru had the good fortune to discover them, the 
weight which this transaction would throw upon it would 
be completely beyond its strength. 

How would the English investors in Peruvian stocks 
regard it ? Which would be the lesser evil from their 
point of view — to have a competitive railway in the 
Arica and Tacna line, or to see Peru so utterly ruined 
as to take away from them all hope of their ever being 
able to collect from its Government the £80,000 annuity 
to which they have laid claim for so long a time ? 
Could shareholders of the Peruvian Corporation resign 
themselves to consider as definitive the suspension of 
dividends from which they have now suffered for a 
period of eight years ? 



THE INABILITY OF PERU TO PAY THE RANSOM HAS BEEN THE 
PRINCIPAL BLOCK TO NEGOTIATIONS. 

The impossibility in which Peru finds itself of being 
able to raise the funds required for the ransom of Tacna 
and Arica is the principal key to all the difficulties 
experienced, and explains why the Government of that 
country has strenuously resisted up to the present the 
making of any arrangement which would not involve 
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the possibility of its being able to recover the territory 
without its being obliged in an effective manner to pay 
over the indemnity. 

The negotiations initiated by Senor Lira, the Chilian 
Plenipotentiary in 1895 and 1896, as soon as peace had 
been re-established at Lima, after a long period of 
revolution which had resulted in the overthrow of the 
Peruvian Government, and the negotiations which were 
subsequently opened at Santiago in 1898, with Seiior 
Billinghurst, who had come upon a special mission for 
that purpose, gave an undeniable proof of the truth of 
this assertion. 

In the conferences between the Minister of Chili and 
the Foreign Office at Lima in 1895, the basis of the 
question was arrived at in a manner which permitted of 
no misunderstanding. As has already been pointed out 
several times, there are two principal conditions laid 
down in the Treaty of Peace, which must be fulfilled 
before either nation can take definite possession of the 
territory : (1) a favourable result of the plebiscite, and 
{2) the payment to the loser in the voting the stipulated 
indemnity. 

Is the Government of Peru now prepared to comply 
with both these conditions of the Treaty ? If so, what 
guarantee can it give to Chili that it will pay the 
stipulated ransom ? were the questions put by the repre- 
sentative of Chili in 1895. These questions were quite 
opportune and justifiable, since it was known that the 
Government of Peru had found itself compelled to 
suspend the payment of the annuity due to the Peruvian 
Corporation during the two preceding years, that 
amount being but a small fraction of the capital required 
^for the ransom. 

The Peruvian Minister of Foreign Affairs replied that, 
according to his way of understanding the Treaty, such 
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compromise had subjected " the future nationality of 
those provinces simply and exclusively to a popular vote 
as expressed by a plebiscite," and that their recovery by 
Peru was not conditional upon its paying the sum in 
question, which would constitute " nothing else but a 
debt."^ 

With the object of extenuating this manifest confes- 
sion of the difficulty of Peru being able to raise the 
funds required, the Government of that country began 
to talk of a loan, which, as might have been foreseen^ 
they have not effected up to this day ; also of creating 
new taxes, some of which they actually did impose, with 
the result th^t in five years they did not yield even the 
twelfth part of the sum required, and that its products 
were actually spent on other objects. The First Vice- 
President of the Republic publically admitted that^ 
" even under the most favourable circumstances these 
taxes would have been quite inadequate for the object."^ 

It was said at that time by the Peruvian Minister of 
Foreign Affairs, and it has since been repeated by the 
advocates of Peru that Chili could still retain possession 
of the territory as a guarantee until Peru paid the in- 
demnity, if it should happen that the inhabitants should 
decide by vote not to be Chilian. But it is sufficient to 
enunciate this proposition to see what good reason 
Chili had in rejecting such a strange solution. It would 
impose upon the Government the indecorous and 
impossible task of holding a territory, the people of 
which had, under the said hypothesis, declared by vote 
that they rejected all allegiance to it. If to this be added 
the simple but decisive consideration that a territory 
which leaves annually a deficit in its administration 

«3 See Note of the Minister of Foreign Aflfairs of Peru, SeBor R. Ortiz de 
ZevsJlos, to the Chilian Plenipotentiary. Sefior Lira, dated 3rd February, 1896 

•* Speech delivered by Sr. Billinghurst in Tacna. 
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would be a very bad pledge to hold for a debt, it will 
be recognised that Chili has correctly regarded this 
proposal as more jocose than serious. 

A similar guarantee is that which was proposed in 
the project of treaty signed by Senor Billinghurst in 
1898, but which the Chilian Chamber of Deputies has 
up to the present declined to ratify. In this it is 
proposed that the revenues of the Custom-house in Arica 
should be hypothecated to the payment of the indemnity^ 
but no other security is suggested. Let us see what that 
means. 

The sum which Peru ought to pay to Chili in the 
event of the decision of the plebiscite going in her 
favour amounts to 10,000,000 pesos or soles of silver. 
This would be equivalent to £1,000,000, if we take the 
value of the peso or sol, not at the value which the 
negotiators of the Treaty had in view, but at the actual 
rate of exchange for Peruvian soles — 24d. — which is 
putting the case in the light most favourable for that 
country. 

Supposing that the Government of Chili had effective 
means of collecting from Peru the whole of the 
revenues of the Arica Custom-house, without deducting 
a cent for the salaries of its employees, it would not then 
obtain at best a larger amount than the gross receipts 
now obtained by the Chilian Administration, or, say, 
about £6,400, which was the revenue in 1899.^^ 

If it be taken into account that the commerce in 
transit for Bolivia, vi^ Arica, would have to be also free of 
all duty or tax, in accordance with the Treaty of 
Commerce between Peru and Bolivia, the receipts of 
that custom-house, under the Peruvian tariff, would 
probably not reach ;^5,000 annually, which would 

^ In 1898 this customs house gave to Chili a gross revenue of $99,084, and, in 
1899, 1^85,142, both at i8d. 
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average 4s. per inhabitant, as it now does in the 
Peruvian territory. 

That is to say, that what is proposed is that Chili 
should accept, as a guarantee for the indemnity, a 
miserable revenue of ^ per cent, on the capital which 
Peru would be owing, certainly a very platonic rate of 
interest; whilst, as for the capital, it would be safe 
to predict that, if the patriarch Methusalem returned 
to earth to live over again his biblical age of 999 
years, he would have the pain of dying without having 
seen, during his long career, this debt reduced in the 
slightest. 

PERU ONLY ADMITS THE RIGHT OF PERUVIANS TO VOTE 
IN THE PLEBISCITE. 

Although the above would be enough to justify the 
want of acceptance with which the last protocol has 
been met by the Chilian Congress, it will not be super- 
fluous to point out that in this proposed agreement the 
right of the Chilians resident in the territory to vote in 
the plebiscite is not specifically established, despite the 
irresistible foundations on which it is based. According 
to this agreement, however, this right was left doubtful, 
although it had already been accepted by the Govern- 
ment of Peru on previous occasions.^ 

It is a matter of strict justice to recognise the right 
to vote in the plebiscite of all Chilians, Peruvians, and 
persons of whatever origin, permanently established in 
those territories, who, in conformity with modern public 
law, and with the very laws of Chili and Peru, would 
be entitled to exercise political rights in each of those 
countries. To proceed in any other manner would be 
to reject all the liberal conquests of modern legislation, 

*• See •• Bases of arrangement presented by Sefior Ribeyro, Minister 
Plenipotentiary of Peru in Santiago, to the Minister oi Foreign Affairs of Chili 
in 1894." 
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and to repudiate the principles adopted by the legisla- 
tion of those countries themselves. 

If, in the election of the Peruvian Congress, and in the 
election of the President of Peru, individuals of Chilian, 
English, Bolivian, and of any other origin, may partici- 
pate, who can show that they have resided for two years 
in that country, and complied with the simple formality of 
applying for and obtaining registration of their naturali- 
sation : Why should not all individuals of full age, 
settled in Tacna and Arica, have an equal right to 
decide by plebiscite in a question as to which of the two 
nations they desire to belong to definitively, an act on 
which depends, more than on an internal political elec- 
tion, the future of their children, their fortune, and their 
own personal well being ? This proceeding would be 
all the more inequitable in this case, insomuch as, 
according to the Treaty of 1883, those territories were 
" submitted to the Chilian legislation and authority," 
and as, in conformity with the constitutional regime of 
Chili, all foreigners who have resided for one year in 
the country can acquire its citizenship. 

The two or three international plebiscites, which 
pro-formula have been taken, so far in the history of 
the world, have alw^ays proceeded on the basis that 
the nationality of the regions in question had to be 
decided by the votes of the same persons who would 
have to exercise that political right for the nomination 
of their rulers. 

In times when the naturalisation of foreigners was 
subject, as regards most of the nations of Europe, to 
considerable hindrances, and could only be obtained by 
grace and a very long residence, all those who were 
not natives of the territories in dispute, or the 
children of fathers born there, were necessarily ex- 
cluded from the plebiscites. In these modern days, 
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and in every case where political legislation had already 
been divested of ancient and unjust restrictions, all the 
citizens or subjects in the enjoyment of political rights, 
without distinction as to their birth or otherwise in the 
territory in question, or as to their condition of natives 
or naturalized, have been called to give their vote, 
as in the case of the Island of Bartolome, which is the 
last occasion when a plebiscite was carried into effect. 

The Chancellerie of Peru, nevertheless, now maintain 
that only Peruvians by birth shall be able to vote in the 
plebiscite for Tacna and Arica ; but not Chilians, nor 
those born in other countries, although they are domi- 
ciled in that territory, and may have radicated their 
interests therein.^ 

This question is of no small importance, as it should 
not be ignored that Tacna and Arica were occupied by 
Chili at the cost of bloody battles ; that impressions 
of sentiment and affection, as a rule, influence peoples 
of Latin race more than material interests, and that 
the Lima Government, for its part, would endeavour to 
delude those regions with promises of future prosperity. 
To exclude, therefore, all non-Peruvians from the voting, 
as the special representative of Peru claimed in 1898, 
would simply have given to Peru some probabilities of 
acquiring it without making any effective payment of 
the indemnity, and in such a form that Chili would 
have had no right to the gratitude of its rival for 
graciously ceding the territory, but on the contrary 
would have had to suffer the mortification of defeat in a 
plebiscite apparently legal. 

^ A Peruvian writer, D. Carlos Wiesse, ex-Under-Secretary of Foreign 
Relations of Peru, who was sent on a Special Mission to Chili, in 1893, to deal with 
the Tacna and Arica problem, has sone so far as to maintain, in a recent pub- 
lication, that foreigners resident in the Departments, to whom letters of citizenship 
had been issued by the Peruvian Government itself before the Pacific war, onght 
not to have the right to vote, but that, on the other hand, every Peruvian, in 
"whatever province of the Republic he might have been bom, if he had come into 
the Departments of Tacna or Arica, ought to be allowed to vote in the plebiscite. 
Vide " Apuntaciones sobre el Plebiscito/' by Carlos Wiesse. Lausana, 1898. 
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THE PROTOCOL OF 1808. BEFORE THE CONGRESS OF CHILI. 

There have not been wanting amongst the advocates 
of Peru some who asked, with innocent surprise, why 
the Chilian Congress has refused up till now to give 
their approval to the project of treaty made ad refer- 
endum in 1898 between the representatives of both 
countries, Senores Latorre and Billinghurst, and 
allege that the attitude of that legislative body is 
unusual and unjustifiable, and the sole cause of the 
delay in settling this question. 

We are not acquainted, in a precise manner, with the 
reasons which that body had in view in its secret 
sessions, which have led it to decline, after lengthy 
debates, its acceptance of the proposed treaty, but we 
cannot do less than surmise that arguments such as we 
have been setting forth must have influenced it, for no 
one can say that the considerations we have expressed 
are not well founded. 

It is, in fact, the defects of the proposed treaty which 
have prevented its being approved, in spite of the 
strong desire of the Chilian Congress to arrive 
at a settlement. The inacceptability of the pro- 
posed solution is evident, and Peru cannot resist much 
longer entering upon negotiations upon another basis. 

To everyone who has any acquaintance with diplo- 
matic negotiations, it is well known that in all countries 
constitutionally organised, as are Peru and Chili, the 
ratification of an international treaty, which is required 
to make it binding upon the parties, cannot be effected 
without the projected convention being submitted to 
the deliberation and approval of the respective Con- 
gresses. If these bodies, in virtue of the powers con 
ferred upon them by the Constitution, decline, for any 
reason whatever, to give their assent to an international 
treaty, the project falls through without the right of any 
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of the parties to complain. We see instances of this 
frequently between friendly (lovernments. The negative 
of one or both Congresses only serves as an indication 
that some other form or basis must be sought for the 
proposed arrangement. 

So unlimited is this parliamentary power in Peru, that 
we see that the Congress of that Republic has not yet 
sanctioned an agreement, signed in 1896 by the Peruvian 
Minister of Foreign Affairs and by the Chilian Pleni- 
potentiary, and approved by the Chilian Congress, for 
the constitution of an Arbitration Tribunal to settle the 
indemnities payable to Chilian subjects whose interests 
were damaged in Peru more than twenty-two years 
ago. 

Can the advocates of Peru tell us why the ratification 
of the Peruvian Congress has not been obtainable for 
such a simple and justifiable agreement, in spite of all 
the requests made by the Chilian diplomats and the 
imperative terms of the Treaty of Peace of 1883 ? 



CONCLUSION. 

From the history which has now been given of all these 
negotiations, there may be deduced, with complete 
evidence, certain principal conclusions, which may be 
summarised as follows : — 

Peru has refused to accept the taking of a plebiscite 
in a form which would express the true and genuine 
views of all the residents in Tacna and Arica. 

Peru, with a revenue which scarcely suffices for its 
home necessities, and with the greater part of the 
means, whereby it might possibly have increased its 
resources, hypothecated for about half a century to 
come to its former English creditors, finds itself in 
difficulties as to offering any effective guarantee upon 
which it might raise upon a loan any sum of importance, 
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and much less when the proceeds of such loan would 
be used for acquiring a territory which yearly leaves a 
deficit. As the payment of such a sum is an 
indispensable condition for the acquisition of that 
territory, it is manifest that Peru cannot recover it under 
the terms of the Treaty of Peace. The desire to avoid 
lessening the traffic on the MoUendo Railway, and the 
lack of means, will prevent the Government of Peru 
from carrying on the prolongation of the railway from 
Tacna into Bolivia, and the irrigation works required in 
these departments upon which their whole future depends. 
To diminish the deficit left by their administration, 
Peru would have no other means than to close the 
schools and hospitals, reduce the strength of the police 
and the salaries paid to the civil employees. 

The present uncertain situation cannot be much longer 
prolonged. For the Chilian Government each year of 
delay means no small loss, only Peru benefits by it, 
since, whilst the definite nationality of the territory 
remains unsettled, Chili cannot undertake in it any of the 
projected public works, which would be its salvation, 
and this gives to Peru the security that the Bolivian 
commerce will not abandon the Peruvian route, via 
MoUendo, and return to the port of Arica, the nightmare 
of Peruvian statesmen. The future life of this region 
depends upon its being incorporated with Chili, which 
has the means and the will to develop it and make it 
prosper. 
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THE RELATIONS BETWEEN CHILI AND BOLIVIA. 

A few pages will suffice to set forth the real position 
in which the relations between Chili and Bolivia stand, 
and to show the unfounded nature of the sensational 
rumours which, from time to time, have been current 
with regard to them. 



THE TREATY OF TRUCE OF 1884, AND ITS WORKING. 

Of the two Republics allied against Chili in the War 
on the Pacific, Bolivia was certainly the more fortunate, 
and suffered less both from the contest and its conse- 
quences. After having aided its ally with energy and 
valour in the first period of the war, Bolivia concentrated 
her military forces, almost annihilated, upon the distant 
tablelands of the Andes, whilst the victorious Chilian 
army advanced upon the capital of Peru. Peace was 
agreed upon separately with both countries. The 
treaty signed with Bolivia was of the character of a truce 
of indefinite duration. Bolivia virtually recognised by 
it the title of Chili to dominate the territory on the sea 
coast in the neighbourhood of Antofagasta up to the 23** 
parallel of latitude, and ceded to Chili the right to hold 
the narrow strip of land to the north of that parallel up 
to the River Loa, which now forms the junction between 
the Province of Tarapaca and the rest of the Chilian 
territory. 

Bolivia had, before that time, sold all its nitrate 
grounds situated in this arid strip of land, without 
having ever made any profit by working them. Neither 
did it ever obtain any profit from the exploiting of the 
Chilian nitrate at Antofagasta, because Chili, as we have 
said above, only ceded before the war the right which she 
claimed she had to dominate in that district, upon the con- 
dition that all Chilian industries should enjoy exceptional 
fiscal immunities, and that no taxes should be imposed 
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there upon the export of nitrate. So that, if an estimate is 
to be made of the war indemnity really paid by Bolivia, it 
would appear, in view of these antecedents, to be much 
less than might at first sight be thought. Chili, being 
anxious to renew with Bolivia the commercial relations 
interrupted by the war, inserted, in the agreement for 
the truce, conditions giving ample and liberal commer- 
cial reciprocity, extending these by sundry agreements 
since made, and has conceded to Bolivia all facilities 
possible for the collection of its duties upon merchandise 
in transit through Chilian territory. Its commerce 
passes free through Antofagasta, where the Bolivian 
Government has established, with the consent of Chili, 
a Custom-house which dispatches over the Antofagasta 
and Bolivian Railway the merchandise destined for the 
southern provinces of that republic. At Arica the 
situation is analogous for the trade, but even more ad- 
vantageous for the Bolivian Government, since the 
Chilian authorities at that port collect all the customs 
duties to which Bolivia is entitled, and hand them over 
punctually; the expenses of collection being met by 
Chili. 

During the time that Arica was held by Peru the 
Government of that country collected duties upon the 
whole of the commerce of that port, and only paid to 
Bolivia the fixed sum of 405,000 Bolivian dollars per 
annum. 

In the first ten years after the signing of the truce 
Bolivia received from the Custom-house of Arica a 
revenue equivalent to more than double that sum. 

The opening up of other roads to the interior of 
Bolivia has in recent years diminished the yield of that 
Custom-house, but Bolivia has not suffered but profited 
greatly by the change of route taken by its commerce, 
since, in accordance with the provisions of the treaty, it 
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is always Chili which bears the whole expense of 
collecting the revenues, and Bolivia receives 75 per 
cent., not upon the net balance, but of the gross receipts. 
The following figures give a palpable illustration of 
what we have said regarding the collections at Arica: — ^ 

Amount received 

by Chili after 

Year. deduction of 

Custom-house 

expenses. 

1887 $204,000 

1899 $27,000 

We may here remark that it is highly creditable to 
Bolivia that she has agreed to put aside a certain 
portion of her revenue from Arica to meet some of her 
obligations abroad. 



Received 

by 
BoUvia. 


Proportion 

per cent. 

of net profit 

received by 

Bolivia. 


$883,000 


81 Vo 


$250,000 


90 Vo 



FACTORS WHICH HAVE CONTRIBUTED TO RE-ESTABLISH 
HARMONY WITH BOLIVIA. 

The reverses of the war left in Bolivia, without doubt, 
traces of less depth than in her ally, which is easy to 
explain by the circumstance that the army of that 
country only took part in the first stage of the campaign, 
and that the Chilians did not think it necessary to send 
their forces over the Andes to occupy the Bolivian 
capital or other cities, events of war which always leave 
the bitterest remembrances of the enemy. 

The desire of both countries, to use the words em- 
ployed by their representatives some years ago, has 
only been to celebrate a definite treaty of peace and 
commerce with the object of consolidating by this 
means *' the ties of sincere friendship and good under- 
standing " which have existed between the two nations 
since they had made the agreement of a truce.^ 

38 xhe dollars quoted have a value corresponding to the rate of exchange 
current at the periods mentioned. 

^ Project of a Treaty of Peace and Friendship, signed at Santiago in 1895. 



Digitized by 



Google 



49 

Nor do these expressions appear to have been merely 
the formal phrases used in diplomacy. In reality and 
truth neither of the two countries can have the least 
interest in provoking a quarrel. In Bolivia the opinion 
prevails that a long period of peace is necessary to recu- 
perate the vital forces of the country, and that it is well 
to have Chilian interests ultimately associated with its 
welfare. On the other hand, to Chilians, who have 
always been the bankers of Bolivia, and the most active 
exploiters of its great mineral resources, international 
peace means nothing less than security and prosperity 
in their own affairs. 

Over and above these strong ties, based upon interests 
which have tended to restore rapidly international 
harmony, it is necessary to keep in mind, passing to 
another order of ideas, the parallel direction which at 
all times has been taken by the intellectual aspirations 
of the ruling classes in both countries. 
• The legislation of Bolivia has always been an adapta- 
tion more or less exact of that of Chili ; the well-to-do 
families of La Paz and Sucre frequently sent their sons 
to the universities of Santiago and important mining 
institutes, and many distinguished public men of both 
countries have ever studiously cultivated friendly 
relations. 

THE MARITIME ASPIRATIONS OF BOLIVIA. 

During the first nine or ten years which followed the 
celebration ot the Treaty of Truce this situation of per- 
fect harmony was maintained without difficulty, and it 
appeared that time would only serve to consolidate it 
definitively. With the idea of placing the political 
relations of both countries on a footing of greater 
security, their Governments, in 1891, had entered into 
a convention by which the territorial boundaries set forth 
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in the Treaty of Truce were formally ratified, and 
important facilities were given to Bolivia for the 
liquidation of its external obligations. 

This agreement did not obtain the approval of the 
Bolivian Congress, and the following years gave birth in 
that country to the aspiration (until then regarded as 
incapable of realisation) of acquiring a port on the Pacific. 

Its Chancellerie so expressed itself in official docu- 
ments, and also caused it to be brought directly to the 
knowledge of the Government of Chili. The latter, 
being inspired by the wish of removing by means of 
friendly concessions even the memory of the past 
conflict, manifested its disposition to lend its support to 
these views. But the attempts made in this sense did 
not encounter similar favour in the Chilian Congress, 
and it was finally considered that the amity of Chili 
towards Bolivia should manifest itself in some other way, 
by making such compensation to that country as did not 
import the sacrifice of a territory of great value to Chili 
in the future, nor would involve the cession of a port 
which might affect Chilian maritime security. 

The failure to realize the expectation of a port has, 
nevertheless, created an excited movement in the public 
opinion of Bolivia, which has frequently been strongly 
reflected in the exalted tone of its press, and which has 
given origin to the rumours occasionally circulated 
abroad as to a want of harmony between the Chancelleries 
of the two nations. These demonstrations of dissatis- 
faction were not a consequence, as it will be seen, of any 
undue exigency on the part of the diplomacy of Chili, as 
might be imagined in neutral countries, but of the 
nature of promises made and which could not be carried 
out. 

In any event, it appears to be quite evident that, in 
no respect, can these negotiations be productive of 
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international perturbations. It is not a case of exacting 
the fulfilment of any obligation, nor of formulating a 
claim to a coast line over which rights, more or less 
perfect, can be advanced ; it is a question of asking 
and obtaining from Chili something which that 
country is under no obligation to concede, and 
negotiations of this character, by their very nature, 
cannot be otherwise than amicable. If Bolivia were not 
to confide in the benevolent disposition of Chili and in 
the interests which the latter may have in its future, it 
would not ask Chili to sacrifice, for its benefit, an im- 
portant portion of its territory, with direct access to the 
very heart of Bolivia, and destined to place it in a 
position more or less similar with that existing before 
the victories of Chili. 

The sole return that Bolivia can offer in compensa- 
tion is the formal title to the strip of its former 
territory, between 23° parallel and the river Loa, 
occupied by Chili for a period of twenty years, which, 
so long as the Treaty of Truce remains in force— a 
treaty Bolivia neither attempts nor finds itself in a 
position to set aside — Chili will have the right to keep 
in its possession, and to rule in accordance with her 
laws. Such region, in reality, is de facto already re- 
garded in both countries as definitively forming a portion 
of the Chilian soil, and its 13,000 inhabitants consider 
themselves to be undoubtedly Chilians. 



IN SEARCH OF A SOLUTION. 

Nevertheless, it should not be supposed that the 
negotiations now in progress are characterised by in- 
convenient rigidity. The Chilian Minister of Foreign 
Affairs, in June, 1900, stated to Congress as follows : — 
'* Having regard to the spirit of cordiality which reigns 
between the two Chancelleries, I am led to entertain 
the hope of being able, at no very distant epoch, to 
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produce an accord so much desired by both Govern- 
ments, and which so tran seen den tly affects the future 
relations of friendship and commerce, on which the 
reciprocal development of both countries must be 
based." The President of the Republic of Bolivia, in 
his Message to the National Congress of that country, 
in August, 1900, says, for his part, that, "with the 
Republic of Chili, cordial relations are cultivated," and 
adds that an accord had not been arrived at " notwith- 
standing that the deliberations with the new Minister 
of Chili have proceeded under very friendly conditions 
and that his Excellency Senor KOnig manifests a true 
interest for Bolivia." 

A few days after these words had been uttered the 
Representative of Chili formulated in a Memorandum 
the propositions and remarks which he had verbally 
made to the Government of Bolivia, and this is the 
document which, judged by some isolated phrases, has 
given occasion to the belief that an ultimatum had been 
sent to that country. But the Minister for Foreign 
Affairs of Bolivia himself, referring to this document, 
said in Congress, in September, 1900, that the bases 
which it embodied '* were worthy of being considered 
with a tranquil and reflective spirit." 

In any case, and although the maritime aspirations 
of Bolivia may not be realised, it should be taken into 
account, as a circumstance favourable to that country, 
that Chili is not contemplating a renunciation, in favour 
of Peru, as at one time might have been feared at La 
Paz, of its rights over Tacna and Arica, and that, as a 
consequence, as soon as Chili may acquire their definitive 
possession, Bolivia will have a facile and permanent 
road for its traffic, as well as be able to hope for the 
realisation of the railway destined to unite the excellent 
port of Arica with its capital. This line will serve, by 
the shortest route, its rich departments of La 
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Paz and Cochabamba, in spite of the wishes 
of those who sustain the rival interests of the 
Peruvian port of MoUendo. Tacna and Arica, in truth, 
must prove to be the indissoluble link binding to Chili 
the commercial destinies of Bolivia. 

Chilian capital, which has been for Bolivia what 
English capital has been to several other countries 
of South America, will again floAV into that country in 
the same proportions as formerly, giving impulse, not 
only to the exploitation of its mineral wealth, but 
perhaps also affording support to its National Treasury. 
From the bankers and capitalists of Chili the Govern- 
ment of Bolivia, with the special guarantee of the 
customs duties which it actually receives in the Chilian 
ports of Antofagasta and Arica, would probably be able 
to effect the loan, perhaps difficult to realise in the 
European markets, so much desired by its Statesmen 
in order to meet its internal debts, consolidate its old 
affairs abroad, and execute, if possible, some of the 
works necessary for navigation in the rivers of the 
Republic. 

Bolivia has no reason for fear as respects its 
mediterranean situation. If the possession of a coast 
is the base of all naval power, it is not in any way an 
indispensable condition for the social, industrial, and 
commercial development of a country which has free 
access to the ocean through the territory of a friendly 
nation. The Kingdoms of Saxony and Bavaria, and the 
model Republic of Switzerland, are not the less cultured, 
nor the less industrious, because the salt water does not 
lave their boundaries, and neither Turkey, nor the 
Philippine Islands, nor Greece, nor various nations of 
Europe, are more prosperous than they are because 
they are copiously environed by the sea. 

Once the rights of Chili over the territory acquired by 
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it in virtue of the Treaty of Truce are recognised, and 
Bolivia liberated from all her pecuniary obligations ; 
the eastern limits of the Provinces of Tarapaca and 
Tacna settled, so as to prevent all danger of future 
trouble and place beyond discussion the right to utilize 
the common rivers for works of irrigation in the latter 
province ; free transit established for Bolivian 
commerce through both Antofagasta and Arica, where, 
with the consent of Chili, the Bolivian Custom-houses 
would be enabled to carry on their operations ; the 
new international line of railway, for so long anxiously 
hoped for, having been constructed, and the terms for 
free mutual commerce satisfactorily arranged, the 
Chilian nation could not fail to regard, as based on a 
firm foundation, the superstructure of an assured 
friendship, fruitful in beneficent results for both 
countries. 
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WHAT CHILI SPENDS AT PRESENT ON ARMAMENT. 

It has been said in an English newspaper that " the 
naval and military strength of Chili causes discomfiture 
to all her neighbours," and that ** the maintenance of 
Chilian armaments — carried out on a scale incommen- 
surate with mere defensive requirements," is causing 
^'an exuberant expenditure." This writer is merely 
repeating an assertion frequently made by a section of 
the South American press ; but a brief study of facts 
will suffice to convince any impartial inquirer that such 
a conclusion is altogether unfounded. 

Chili's Naval and Military Budgets are not out of 
proportion to her normal revenue, nor can they be 
considered exceptional if measured by the financial 
standard of European and South American countries. 
Figures do not admit of any reply in this respect. The 
National Budget shows that the following sums were 
spent — and are being spent — by Chili during the last 
two years on her Army and Navy : — 

Chilian dollars Proportion to the 

at i8d. total expenditure. 

1899 22,300,000 ... 23 per cent. 

1900 18,700,000 ... 16 

Before the South African war, England's naval and 
military expenditure amounted to 39 per cent, of her 
revenue ; France spends 27 per cent, of her resources, 
and the German Empire 50 per cent. We admit that in 
1896 and 1898 — before the Chilian-Argentine Boundary 
question was submitted to the arbitration of her 
Britannic Majesty's Government — the Government of 
Chili incurred special expenditure in order to complete 
her armament, which was then deficient, and to place 
her Navy on an equality with that of her neighbours. 
But once these disbursements were made the Budget of 
the services returned, as shown above, to its normal state. 
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The figures quoted cannot be considered otherwise 
than moderate if it be taken into account that Chili is a 
country with nearly 2,500 miles of coast-hne ; that it has 
the largest mercantile navy in South America, as well 
as important interests to protect at a considerable 
distance from her capital. Chili, like England, believes 
that the maintenance of a Navy is a premium paid for 
the insurance of her commerce and territory. Great 
Britain, France, Germany, and other countries yearly 
spend on their armaments sums roughly equivalent to 
jEl a head for their respective populations. The average 
spent by Chili for military purposes in the last ten years, 
including the special expenditure for war material, is 
not over 13s. 6d. per head. To refute the charges made 
by a part of the South American press, that the military 
expenses of Chili are excessive, it may be both in- 
teresting and convenient to show what sums are spent 
for similar purposes by some other South American 
countries. In 1896 the expenditure, in the case of the 
Argentine Republic, amounted to 34 per cent, of its 
revenue ; and for the same year that of Peru amounted 
to 32 per cent. According to the latest official returns 
which we have been able to obtain, the figures are as 
follows : — 





Percentage of 
total revenue. 


Argentine Republic, 1899 


... 26 per cent 


Brazil, 1898 


... il ,, 


Bolivia, 1893 


... 2<4 „ 


Peru, 1899 


... tJv/ , , 



During the year 1900 the Argentine Republic, 
according to the Budget, will apparently spend on her 
Navy and Army a sum equivalent to £2,500,000, or 
lis. per head ; while Chili will spend during the same 
period £1,500,000 — ^that is to say, 9s. per head yearly. 
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